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by Georgia State University in Atlanta is estimated. The initial 
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spending by students drawn to the local area by the university. This 
study used techniques developed in similar inquiries at other 
f cstsecondary educational institutions. Since the initial 
expenditures generate additional income in the local area, the 
university's total economic impact is some multiple of the direct 
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used to calculate this local multiplier. The study complements the 
American Council on Education's guide, "Estimating the Impact of a 
College or University on the Local Economy" (1971). Whereas the 
guidebook focuses on estimating the university's initial spending 
impact, rhis study is a handbook for the actual calculation of 
specific multiplier values for the local community under 
investigation. (Author/IBH) 
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li V(,i.f;:;.:i '.y also broaderiG tho icK^'il ;,'fM;*al and poiitical o?nvi 
• mill ' •.i..MjouL;iy5 prov:iden joV' ':nd «jon, nderable income. 

;ri'"orect in e:-,tlmat:Lnf^ M*'.-. l'i.!-,'or economic impact of iva'I v>'n\', ' 
M otlr r non-profit institut. ' np.-: l.;.t,: ;:uiTred in the past five i:o 
•D.r::. *-lur:h of thi3 interc.\:;t -e t.: an increase in coinraun.i ty co: 

.•■r i>o:'::- \j1c undc::ira])Ie rir^c:: ; ■>!';', 'dij that tliese institutionn mir 
-V. local orea. Cone o.i'wuv 1,]ie .increase in locally r)rov 

■.M:'* ■rvjee.' necer:;^^ I tasL:i] :.ve.:xMico of oUch fac il i ti , 

:;ax exompt r^taiiu-, ;;■ '//nicai factor. 
. ■••.■':()r:'.ic imoi-ct stu;:l.-i !• • the vehicle to promote po:-; 
, of nonprofit i n:.;t.M.'!*: Uvi,; i\yv the local area, "! n th-^ ^-^ 
' mm/ tic:^ 3 the relativel./ ;..'ir>-ovr c^rupiiaGis of economic beueJ'i ' 
'.-el .■ :'rom the diffjcnJ.Ly *:. : : ■ ' e. ■ lori/^-run beriefit:: ;:ne:. ':. 

: (^';lti.u;'al aet.ivity le: ' h i -i'^^ve'? hicnar resource:^ into eoncr. 
■'j. n:* :. i"'onver:-;ely , the :i?e ','■■'.■'''/' ^ immediate contribut;] (jn 'a. ; 
' i'l ' ei'mr: of nev: e':.::'i ev ' ^ei I "income can be emn:i r'i cftl.l 



esent ;^"udy a 5 .-e ■■■.'.■".ral nerhods of estiaat;;!ig 
'ui-rta-;- :al econeri' ' i'r': 'i^-Lon of Geor/;^ia State ■J!^^v^•r^ 
. 'o /'la'va ' r-. r.^'; i.l ta n area. 
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.1 i . i*'Mrpor:e 

Tlir' MurpOlu:* of th:.; .^tudy ' :• ^ \ipnl i iV-' ^.uc.'c:;.' i'u.l i- iiiib * ; r. - 

,,p . ; y,.^- yrrovW.MV' .'Miii;-,' i !' ! ; ■■ M^":^ . iripJiv'L oi' r i .'-"'>•( ■ 

^M-J ' > h i (>{ :S , T':'' i ■ ;M'<';;v [,0 )\:\<.- blU'i'^j ■ '-i:;!"!'"' 

! or- j.-;':?! ir';^:nh'''r.: of t!i<.r i'lr/ i ■ -f -imnM'i.! {:y -i cJ.car ni.c*.uv., o.!' .■ 
■'■ th" 4' : ; v ■ 1 * ;/ I?.' '^^ .."b;;)''-! ii: v.^iy ciP .jo I.: ^^k; 

■ ■ -uurc^':;; a:ir-oc:in t(jrl wi ■■;m:^;':'' .'t./i'.c 'JniverGity. Tlv; f.I c.'l. cm' 

• 'li^'O;'^, purclu S':; of f^oour ^-v' ' t^e - needed for the un:Lvcrr:.i i:v * / 

r-:"' lori:; . Tho .^oconc! '■ tj,-' '■-ndin/^ pa'ternc of the uni\"0!,'.' ; 
' •"■J 1 n Irt/r^^ f : tiiird p^'UriMr;; •:l"ian:icl u:" '■■■.;v'::i 

■ • "rvr*'' 1 liir^ r)> f y-'^''^ ■ ■ i ■ ■ " '.^er;- I'v ' -'^ i'tiK'.^'Mt tody, V^' i ■•■ 

M ^/:fo.-t. tho - * 'm :i{ y ; J ! rO'S. ]^\jrr"!i^"j and yayMjI.' ^ 

• t>h*.rd ."^'i^- !!!;•;] i i : i- 1 nitiqni* tC' !'.)OG^-::'P0u:' ■ 
t . ^ ! ' n.; ' i Mi . ^ r'U:'; . 

-rln-^ry ":!K!nncl:: c f " . : : ■ .n^ i : : i;-; , ylidiou/'ii ^iihntanl. ir)! , '■■ 

- :rr; d.nc M ori -rv^f ;i • ■, . i;.i.J:jr oV fiaal T'oiaI 

■ !( ' ; :'i.ovr or income '.o • 'n':tivi.ty prr^v ] ru"^ t:h'in Pi'.' 

, ■■^5!;^, i.}:-" y,- y ' ■' ■..( ' » ' ' ' ct nioru c Impact on Atl'inta ' •'. 

.■ ■:' '* • "'iPiril, .: ' ' ■ i'j : ^ ' . ■ of .:pendinc. "^^^ ::tndy ex^r:;;^';- 
:.o :,mate t.h ' ; ^ •< : !Ki:: ':ny'jc:t. The ^tudy •j],:^:o e.:"?>u^ ■', 
?' • v.- Mv'd/ Oi* :or.pU':inr: ."• ; ^* m ! :o j : '^^rn that ^:he nn: v:r>^ ' 
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III. Review of [ho Literature 

Economie impact studies of colleges and uiiiver^jities fir:::!, apptar- d ia 
the mid-i960's. The athached *..ab]c summarizes the contribui i oru; u^: i/ni ru( a 
suoh ;.u.udies published from L\k.)H 'o l^';* The list it; ropros^a t-ua v - ar.d ijy 
no m-vxns e:chaustive. In gencro.! , each study displays an increa^jiai^; .Irv-.; ] 
of sopiiisti cation. 
A. [Jse of Economic Base Ana.l.yois 

Frum the initial study ca, :ul haV'-: regarded the university a.: ari 
*'expoiM.." sector of the a.ocal eo(;aoin;V^. This is because most of a univr^i - 
slty'::: income and most of its slucl» nts' income originates out;:idc tno 
corainutvity, To the o.xtent tlia*: '.hlr no:;-i.oca] sourca of fiuidr. la srh-'jt- 
I<:ira-j.i ly , the university pz'ovid-;: >'cnMunIty income very muah Idk/: a 
factory e;tporting manufactured ^-oof.is to other areas. Goods and servia.as 
fu-e sold to outsiders, ever: tla/aah ^i^ ^^-ale takes place locaJ.Iy, Thiu: 
: lia v]i? versity ^'expoi'ts" educa'. i raial sarvices ia much the s.amo matar r i.' 
a Florida resort e:(ports sei'\'laao to ;nater visitors. 

All of the studies estimat" ragjj:regate demand fi;r gocrls tii:'.] a. ia-'. 
in the community resultinc dlr'-^'-'ly frcni expenditures by the uni la y :uid 
iti; faculty and students. Tliu "lasroa Crlle^^e 3tudy (196?) , thr . '^■ , J: 
import ant aince it was the fLa.'^'- io us- economic analysis l maa.-ur • ' l-/,^ 
secondary spending general':-*^ by the university's initial or dii ..A sp-aaUar'. 
The concept introduced wa^ aa-ai^m; a base theory and the roflonal rnal': " p.Li "a . 

The ur " 'ying idea of ■^'.•or.amia base theory is regioraa.l spaa?' -i.' ' ia^ia 
A prcmiaent characteristic advaaa'-\1 economies is th^;.* diviaioa •. a,* . • :. ; 

a cora'ospcnding degrea of ''--aia. ::*a i oa . (Jreat inczease^; in prcxla ■ ■ ■ j 
rev.uli when eacii participaaa la ■.a-- acuaomy concentrates hie [)r'."ia ' a 
energy in a single activity -^hera he has a natural or ti-ained abli!';^. ;i 
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TABCi: 1 

SuHnary ChuractcriiJti.G of PrcvlouB Impact Studlea 



Inatltution 
and Year 



Ualv of BrlcJ^eport 
{196U) 



Northern Michigan 
(1965) 



Hudson College 
(1967) 



jiiiv of Colorado 

(1968) 



ITniv of Connecticut 

(l^X'9) 



Univ of "iorida 
{1970) 



Major 
Contrlbullo 



Wisconsin State Unlv 
(1970) 



Univ of Alabama 
(1971) 



Idano Statu Univ 
(1971) 



Eastern KentucK;^' 
Univ 
(1971) 

Unlv of Pittsburgh 
(1972) 

ucorg^i a State Unlv 
(1973) 



Kent Sta:.e Univ 
(1973) 



Recognizes th.? 
"export' naturo of 
coilege services 

Di ©aggregates 
university spending 
bj' types of goofls 

rirtfC use of muit I - 
pller to cstlm-.t'' 
indirect ( ^■ocor.da.'^O 
Bpendi n^, 

Coneiders Input- 
Output Analy.Us but 
rejects as tf o 
coatly 

Rocognl Z'-^iJ "il. 
stability of luav''^^-- 
elty eniployir»e:iv 

Justifies all univ, 
employment as b:uu-. 
Develops method :o 
determi n^j wimt por'^1 o: 
of student civ}*'^:\dl::r i. 
basic (equiv'iien:. 
univ. ecploymont J 

Estimates future^ 
Impact based on 
enroUmerit pro- 
jections 

Illustrates upv.ird 
bias of ag^rr'-'.^a^se 
attployment moltiplicrG 

First attempt to 
disaggregate student 
spending 

First use of student 
spending diai'ies 



Comprehonsi vo data 
collect i on 

^4Jses a dynpjvAc 
employrrierit rr.ultipl.ier 



Spe.:ific cllIcuIiM. ;n 
of uni/ersity SK^ctor 
multiplier- 



Major 

Shortcoming 



Considers only 
direct expenditures 
of university 

Considers only 
direct expenditures 
of university 

derivation of multi- 
plier not specific 



Ignores indirect 
effects of s .udent 
spendl ng 



No report of survey 
r^; suits 



Basic employee equi- 
valents of student 
spending are biased 
upward 



Derivation of multi- 
plier not specific 



Unusually high multi- 
plier resulting from 
aggregate approach 

Sample design led to 
considerable bias 



Derivation of multi 
plier not specific 



No independent ectims-te 
of multiplier 

Multiplier appears 
high in relation 
to pre'^aous studies 

Assumes university 
multiplier and sorvioc 
sector multiplier are 



Use of n . 

Multj ITli. f 



;i.7^.} 
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'•'oru;'' {ueiicv.', thou/;:!!, U; a hir.li > 
[n'r.MJu'.'Li on activity i:; cK^pfMiH' n' 
ii\ i.li- \r own iita^jo oi" pi'Ofiu:' i i 



a..l . 



• {' ' local population, u;: ■ 

:: r;.l.;, or ft-on a locarlo: 

^u* -/nal^ i^orvea a transport 'i 

' O ruii. ';r cith'-r land ). rar:.t f)f ■ 

J'' 'r a ''■j'.'!riai:d t-iia^ ■ > 
' :\n' ' : v«;;-lv^: ^alo;: to rinn;: > 
•i.-. :w of irioa»"-y in''^om':-> ^r. 

n!-tr.'.^;"i ilt". wi.y ai^i war?j.' a'; 
net Ivi ■ , A sector ol' r.''o::o]A\ 
othe^' L', '^al income streami; ^1 
ba:.;-- ".or. prr^'iiic^ for 

S'-^:;* t 'C' - , Pill cVA'^V is ''.'to.'-;-. ■ 



'' •/refla t e Multlpllern 'r:r i n :• 



:r,e expert nature of t'fcin.^ -o^ 
or :■ ■> t e aver 6 re . I'U e r c' f o re, a : i , . c-. - 



f i utt^rclopi;nd •r'C<.*. J'-pt-' '1 -ij '. 

njt j?..irly, ih'.'lr output 1 ii • - . 
.."aciiriK toward ri. i ai •< s./iu 

:•; *Jnt^' vo 1. ru'ri.'a:.''''d {ir;.d;i , 
::; L^,' r'^tvult from ^<my- I i • : ,i in .''i- 

'1' Maiui'al r'v\sourot'L; :.y.U']>. . 
. .'X.' -^i al r . tovar.O' • !.(.• ;!. r:i':.r' • • 
' lit'-^r or tran^for* poin:. i :'^ 

. ■ '' ' M'.-. '/ a'l.i :'":d ■! ■ \ • ; ■ 

1 f:^'h^::^!;ptI ori , * hat i , :: 
t';,: whoro,-^ juoli aoiiv;'^',; 

( GOUr'*eS. Mo::-10'"J.l i ' 

;;''K^%: LfrO If't^a]. tl'au-^ .'J 

V L ty Job as 1 . t ht.Ti , in t [ i 
. r. ] rircda:tlVLty. ' Ir 
•T',.!,.^ that they ar".- -l; : ' ; 

^^r "locaf " a-" ; : •". 



' i. :i : Location Oaotie a' s (Mode 
'., m&kes their ident ity q^jar. 
consumption approxlmatcr. ■ 
^'\or producinf^T. noro liiaii •' ' 
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' -'O'j '^Lo.-at- ! oa Th^-^o^-y : 
• i'<urnaT of* Politi'jal I--co'iC!ri;; 
. v-'Vr ond. c Bas-^ i oy > ^ Ti'ITei 
Ti'-j.a'. , 1952. 



''urie 195?'! • tp. ^^'^ 
, Nov/ York: •Jorij^li. 



X 1 



iriV i ^ r.'i.l. or r.t.at.^' 'iv^THr.:. 



■ 'n 1 i.jr ♦'Xpert. Jf'intttvi , IMir^.' 



;i.m'"i:.r.t. r^r by scTrr.e :aul/ 1 1"^"^ • ■ f 



■ ' 'i'^ ''\L- i -laal i :k; ' ■ ■ 'i: ' ■ ■: , ' 
. ■ . -i:; 'lud I ] ■ Ici .1 i 'i . : ; ■ ' 

' til :jper:di rij^ i\ -x.'' -.' . 

: J . 1 '/r.': mult Ivl l '.-v . ■ ;■ ■■■■ 
•■ 'u: '-]*M.t. i ufiul ou;...i,.r/ < 
.i'.LoIicr l!i i.hi/^ f;a:w: v/r.^Ll(i i 

. ::i';y L)^ used li., oai •uI'^^• ': 
: ■< - ' '4: '-rixabi "Oayr - ' ■ :•■ • - . 
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Table 2 



Atlcinta SMHA 
Emi:)Iov'me nt opec; la li r.at ion 
1973 Perceni: Distribution 



Employment 
Sector 



Agriculture 

Mj ning 

Construction 

Ma. nu.f acturing 

Transportation and 
Public Utilities 

Vvliolesale Trade 

Retail Trade 

Finance 

Services 

'Inclassif ied 



(1) 
Atlanta 

0.3 

0.1. 



10 



00.0 



(?) 
Georgia 

0.5 
0.5 
7.7 

33.6 

7.0 

8.? 
19.9 



6.5 



15.5 



0.7 



100.0 



Location 
Quotient 
(1) ^ (2) 

.60 

.20 

1.06 
.62 

1.36 * 
1-30 * 
1.05 X 

1.37 ><■ 

l.2h >■ 



Quotient greater than one docignates an economic base or 
"export" sector. Seo Appendix A for computation. 



That is, every dollar of direct expenditure by Georgia State University 
produces a $1.3^ increase in total Income in the Atlanta area. 

As the size of the base s:ecturs may not be stable from year t.o year, 
another estimate can be obtalMed from the ratio of the change in touai 
employment (<AT) and the chaji;.ro in C':-rport employment (^X) betv/eon iwo 
periods or m =iAX. In the case of Atlanta for 1972-73 data, m = 56,'.,)00 
~ 1.43. The income multiplit^r for the same period is 1.35. 

The multiplier technique dravrln/'; on location quotients is a usol'iJ. 

lool, especially in viev/ of thj r-^lative ease of computation. Nevertheless., 

there are several reservatioai: v/hich shoiild color the interpretation of 

such mu].tipliers . Ser'/ice empJoymcnt may incT-^ease independently of r'ha.nges 

in expoci jobs. Unusual 1 *rrra:^03 ii: r::al \'ra.ire^z or laiucual exjjansi C'l : (jf 

dere;i::t? projects migh produce such d. jijat^ge. Also, ^.^rov/th in service rM.Ljr; 

may be viewed as a T^rerequisite i'or further expansion of the export i;e.M.,ors. 

Nevrly locating industries often re'V.vLre minimum levels of local servi '-^^ supp- 

For tho^-ie reasons, changes in c:qjort employment may not accurately pi-'^dict 

changer: Iri service employment, Tn mineral, though, the smaller the ai'oa 

studied, the more important ii?. the role of exports and the easier It i .i to 

p 

adjust for particular local circumstances. " 
r. Re.jection of Input-Output /dialysis 

The University of Colorado r:tur3;j^' [1/^8) sought to overcome the limita- 
tions C'f base sector analysis by usiriM; an input-output multiplier. V/hereas 
the export base approach considers sectoral interdependence only oe.":.vJc-en the 
aggregated export sectors and the '^if^igregated service sectors, inpul -;.'itput 
analysis brings out the interdependence that exists among all sector-.;, in 



J. Weiss and S. f'. ''roocliiir:, "Estimation of Differential (LmrUr/T-icrit 
i^fultipliers in a Sm^all Regional Economy," i^'ederal Reserve Bank of ivOGton, 
1966, p. 13. 



the aggregate export "base approach, all sectors are assumed to have identical 
spending patterns. However, by calculating the input requirements of each 
sector, the inter-industry multlplLer effects cf a change in ariy cate^u^;:/ 
of final demand can be dctemii.ned for all sectors. Moreover, tiie Input- 
output analysis can detemine induced effects of changes in houseiioJcl e» 
pendi tures. 

In short, an input -oulpuv. model is far more con^Drehensive. ]'.. Ir;, 
unfortunately, far more tira'^^-consirniinrj, considering that data are rc-'iuired 
from ev'iry individual sector, Vciy often such data are unavailable for any 
geographic area smaller than ai'i -initire state or region. This circumstance 
together with the mathemaLiL-iLl Identity of the aggregate multiplioirs (]'.:vived 
from the e>5)ort-base model -i.d t'he Iriput-output model, has led \o r.\\o ,"c.lianv'._ 
<jl suhsutiuent studies on the o;ci;ort.-uaso approach.^ 
D. Student Spending Viewed -ii: Equivalent to Basic Employment 

Because of the expens'.' cf prej^arlug the basic transactions t'lb]./:: 
*ir-?eded for an input -out-put. arulysio, the University of Florida S'..a<J^' ' 1. 
adopted the export-base approadj . A/i initial dlffi-culty with this t c-niniquo 
lies in propez'ly classifying basic- (export) and service industri t-;:: . 

This study examined the ob.;.: ' i,i that the number of universi i-y rmy. i «.r;-: 
attributed to the base sector Id b^^ limited to the ratio of fund:. .['n/A 

t!on-iocal sources to totaJ ur: ivc-rsi ty funds, P'or instance, if eir';h^y percent, 
of the university's funds '--onic frcm noii-local sources, only eighty po^c^nt 
of '.he ujiiversity *s employment: ::\'vj be considered basic. On the c-i.nur- jia:i«i, 

-^yor a simple explanation c-.:' '..he iriput-cutput technique, o-;.-.: VI'-rKr-v [\ 
.rs"h, Ji^ban Economic j\na]y;:ic iii-^w Yorli: McOraw-ilill, 197':)). 

'K. Bruce Billings, "Th..- Ma' h«^jriatical Identity of the Mu2.tip.i 1 ct. Ocri^•:; 
I''roi;i the Economi.c Base Model -.n.! ho Input-Output Model,*' Journal, of i-.c^rioa'i';. 
Scien cv:?. December, 1969? PP« --^ 7-1 -'173. See also S. tJ . Kim^ "Multipli 'L'hoort- 
and Their Applications to Science,^' unpublished Ph,D. di iot] , 

'Jru.versity of Pcnnsylvajua. 2:lG0. 



the study points out^ if local expenditures for education would be spent 
elsewhere in the absence of the ijuiiveroity , then local educat ion;;„I servicer, 
represent a decrease in t-lie corruTiuiaty ' s imports (import subst.Lt ; -^i Tim.-, 
all university eirrplcyment may be :la3^*i.fied as basic. 

Th-:-r stu<3y also in -.ronu'-.-er -a ."u-rtiiod for detemiiniti/^' wliat pro:jor'- L-vi o\' 
sr.uderit expenditures may be coasid'^r-: d basic, or eq-JlvaJ-'-t^nl. in ±i-6 unpa-jt '..o 
direct ^.iiiiversity employmen": . The study's method of cornput i ri/.^ thr-;:- ^'^^jmploy r.- 
oqu] valoats , " i.e., the number lo'ril full-time jobr. di.reci.Jy .-•■v:;pr rted ov 
:::tudt:nt spending, is upv/ardly I' : a:--'?'i . hov/ever. This is bc-'jauso i:.';m.. o'..u:r -iit-:; 
purchase are not produced entirrjly vathin the local economy, VJil::fr: .-.i.-.d 
Raymond corrected the method of computation in 1973-'' A more accurn/ o est!-- 
mate obtained by miLltlTjj yi zho ^j?y>\u:i of total ^tud'-^nt :iper:d i ■ i: <'ar'u 
sc-jtor, t.e., rent, food, o' by tho lof^al saie^^ per employee raM: I'or 
rr r,X)f->'- :v<i sector. (tlee App'V-pd i.x E-2, "Calculation of [-.Imployee Eeu^ vU-'Uit . ) 
. o-aii pie Design for Lvudrr;:. -v. \r\ ty/Gtaff Spending Sarveys 

t'h ' [dalio State Univerr/r-y sMidy ; 1971) estimated the level C'V ;:"ud- iit 
spendiui', by surveying entii*- '.-Lat;:: s>^ct.Lons selected randomly. Previous: 
i:tudies had drawn a z-andom s-irapl.e di re^/t.ly from the t^ntire otudeii: 
Hus r^tudy raised the quo.stio;. of forr-.'-t sainple design for the op'.-.'.tii li;"; 
sui^vey.s. Wilson and RaymoiK^ ■ i. ::t^/;^:est that a proportional 

ijample produces a less biac. d •'::::] ifia: e of the population':- spendin;; than 
other methods, (See Appendix "EG'.imation of Student Spendi!:r%" - 

r. Local Value Added MuJ.tipli-n\s (Model 2) 

As indicated above, the oOTort. -base muJ.tiplier technique druv/in ■ i: 
j.ocati on quotients has the drav7ba*k of using a single multiplier f c r 
entire '-community. It .] s :jiri po;">.:LbIe that nhe separat e .sc^^^ crr ; i' ' • 
basic portion of Ihe loeaj. , ec-Lon^y nu\y iiave different spendif^^; p.: •. ■ ... 

5tJ, H, Wilson and I<. Pa;^/mc'rid, "Economic Impact of a tfniversily v?l •■ 
Community," Annals of Reglc!::.d Jejer.ce , December, 1^^7'^, p. l':;7. 



If this ic the case, each sector would then have different initial income 
and emplojiuent effects. One way to account for these sectoral differences, 
as well as service sector differences, is to use an input-cutput technique^- 
of computing interindustry mulr.l pliers for all sectors. This procedure, 
though, is viewed as impractica.. for small area studies. 

rhe Kent State study (1973) suggests computing a separate multiplier 
at least for the university portion of the export base. While not so 
comprehensive as an array of input-output multipliers, the approach appears 
to produce an assessment of spending impact more closely tailored to the 
university's spending pattern than does the aggregs.ted export-base multiplier. 

The multiplier tailored to the university sector may be ca].culated from 
the local value added for each category of university employee spendin-';. 
The reaaily available local payroll- to-sales ratio for each spending catc,';;ory 
is used as a proxy for value added. (See Appendix E-Sj "Calculation of 
Multipliers Using Value Added by F.mployee Spending") 

Although the model computes the Initial local spending j.rapact peculiar 
to the university, the model retain?-, a drawback similar to the first agr,re- 
gated model: subsequent respendang rounds by the service sector arr- prco-.aned 
to have the sojne pattern. In Model 1, the common respending pattern is that 
of the aggregated base sectors; 1n Model 2, the common respending pattern 
1g that of university employee-'iJ. 

G. Different i? ^J: Expenditure Multipliers (Model 3) 

As seen in section F, althoii'^h value-added multipliers are based more 
specifically on the university's ex[)enditure pattern than are the af^grof:';ate 
location quotient multipliers, the method assumes that the local r^erv:ice 
sector respending pattern will be the sajne as the university's expend Iv.ure 
pattern. Since this coincidence Is no more likely than the first riodcl'::; 
coincidence of all base sector patterns, the method can be further developed. 
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S. R. Breslar^ recognizes the distinction between the initial spending 
pattern of the individual export sector (the university) and the respending 
pattern of local consumers. 

The limiting case of this tyr^e of disaggregation is the input-output 
model which uses separate spending patterns for every sector. The Breslar 
model (Model 3) represeuts a happy medium by recognizing that while the 
initial spending impact of a university may differ substantially frci the 
initial Ijcnpact of, say, an automobile assembly plant, the induced respending 
by local consumers may be more similar and thus more reliably aggregated. 

The third model estimates the initial spending impact separately, 
as does Model 2, though the computation is based on the pattern of university 
purchases rather than on university employee spending patterns. Also, the 
value-ad^^»d figures are taken from a national average rather than calcu- 
lated from local payroll/sales data. 

The model then estimates the aggregate respending ratio on the basis 
of general retail purchase value-added. This approach accounts for lar;3e 
variations in initial spending patterns of base sectors, while avoiding 
the immense data requirements of a full input-output model to estimate the 
respending (or induced spending' ratio. The final multiplier in this model 
is a ratio of the value added by initial university spending and the value 
added by induced consumer spending. (See Appendix F-2, "Ccanputation of a 
Differential Expenditure Multiplier") 
JI. Resolution of Methodological Problems 

Early studies estimating the impact of a university on the local economy 
supplied simple descriptive summaries of direct university employment and 
Student spending. A later group of studies (1967-73) applied the concepts 

^S. R. Breslar, "Multiplier for a Riblic Program", unpublished disser- 
tation, Georgia State University, 197^. 
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used in economic base analysis to the situation of the university. However, 
these more sophisticated studies typically developed economic base m^olti- 
pliers and sajnpling techniques that overestimated the university's impact 
on secondary spending. 

Such overestimation can be corrected: 

(1) by use of a proportional stratified sample desiti^ for student 
and faculty spending surveys; 

(2) by considering a portion of student spending as export (basic) 
income and computing ''employee equivalents" (i.e., base sector 
employment) attributable to student spending; and 

(3) by use of a local value-added concept in computing the looaJ. 
multiplier used to determine the secondary impact of direct 
university spending. 



IV. Plan of the Study 
The estimation of the university's economic impact proceeds in six 
distinct phases: 

(1) Collection of direct university enrollment, payroll and 
spending data. 

(2) Survey and estimation of student spending, 

(3) Survey and estimation of facrity/staff spending. 
(k) Calculation of ths local multiplier. 

(5) Calculation of employee equivalent of student spending. 

(6) Computation of t.ie universicy's total impact on local 
income and emplcyment. 

Tlie Business Office provi ded state funds expenditure data for the fiscal 
year 1976. The data which ws,;; ^'riitially classified by university expense 
code, was regrouped to correspond to the Standard Industrial Classification 
used by the Department of Commerce. This was acessaiy because virtually 
all Department of Commerce local value-added and sales-payroll ratios are 
published only for the SIC code industry groups. 

The Business Office also provided gross and net payroll figures for the 
fiscal year for full-time and part-time employees. The number of employees 
by category and the number of students by category ceun^ from the Office of 
Institutional Planning. (See Appendix G, "Initial University Data.") 

The Office of Institutional Planning conducted a questionnaire survey 
of student spending patterns and of faculty/staff spending patterns. A 
random sanrple of the student body produced 1,210 complete responoes and a 
100 percent faculty/staff survey produced 1,108 complete responses. PopiHa- 
cion estimates were then calc\alated from these results. (See Appendices C-3 
and D-3). 

Next, three multipliers were calculated. Although different techniques 
were used, the underlying export -base concept is the same for all three. The 
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initial multiplier was estimated using the agGregated location quotient 
method (Appendix B) . The other two multipliers are less aggregative and 
used the actual university expenditure data to determine local value added 
for the multiplier estimate. The first of these used value added by employee 
expenditures (Appendix E-S)? and the second used value added by employee 
spending together with value added by direct university purchases (Appendix 
F-2). 

Since the third model used national average value-added ratios, a 
fourth multiplier was computed using the same local value-added ratios 
as Model 2 "(Appendix F-la and Appendix F-2a). 

The employee equivalent of student spending was next calculated in 
order to assess the university's impact on local employment. I^'inally, 
the total impact of the university's spending on local income and employ- 
ment was calculated for each of the four multiplier values. These results 
are summarized in section V. 
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V. Results 

The university's initial spending impact comes fron three sources, 
local purchases by the university, local faculty/staff spending of the 
university payroll, and local spending by students whose activity in Atlanta 
is diroctly attributable to their enrollment at Georgia State University. 

'Local purchases during fiscal 1976 total $75138,952. This amount is 
ylrbually the total of all purchases since the university is located in the 
regional wholesale supply center and very few purchases are made outside the 
area. Purely non-local initial purchases are limited to periodical subscriptions 
and some travel expenses. Ail local orders, of course, do not produce additional 
local income if the actual materials are manufactured elsevrfiere. The value- 
added multipliers account for this income leakage, however. 

Annual local spending by faculty and staff members is estimated to be 
an average of $8,^119.20. Total local spending by 2,221 full-time employees 
is, then, $18,698,599- There are an additional l,08k pa-r-t-time employees. 
Although their spending patterns are similar to full-time employees, their 
local purchases cannot be attributed entirely to the university as payroll 
records indicate that only $1,025,208 was paid out to part-time personnel. 
Most of their income, apparently, derives from other sources. 

Annual local spending by students is estimated to be $6,^55-^^ on avemge. 
Since many students are professionally employed in Atlanta and are incidentally 
enrolled in Georgia State University on a part-time basis, all student spending 
is not directly attributable to the university. Forty-six percent of the 
student body, though, are living in the Atlanta area because of their enroll- 
ment in Georgia State University. Either they have moved to the area to attend 
this school, or they would have inov(-:?d elsevtiere to attend school if Georgia 
State University were not located in the Atlanta area. A total of 8,782 students 
fall in this category. Their spending is $56,693j739' 
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Total initial university spending from these three sources: amounts to 
$8?553l5290. The figure is conservative because it omits spending by part- 
time employees and most part-time students. To obtain the total local 
expenditure figure, this amount is increased by the local multiplier. 
Four multiplier estimates are used: 

Model 1: Aggregate Location Quotient (1.3^) x $825531,290 = $110,591,929 
Multiplier (Appendix B) 

Model 2: Value-Added Multiplier (1.22) x $82,5315 290 - $100,688,173 
(Appendix E-3) 

Model 3: Differential Value-Added (1.78) x $82,531,290 = $1^16,905,696 
Multiplier (Appendix F-2) 

Model 3a: Model 3 with Model 2 (l.^8) x $82,531,290 = $122,1^6,309 

Value-Added data 
(Appendix F-2a) 

Total local employment is estimated similarly. Initial employment is 
3,591, consisting of the 2,221 full-time employees plus the 1,370 initial 
jobs attributable to student spending (Ap: ndix E-2), To obtain the total 
employment impact figure, this level is increased by the local multiplier. 
Using the estimator, 1.48 from Model 3a, a total of at least 5,315 jobs in 
the Atlanta area may be attributed to Georgia State University. 
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VI. SUMMARY AIID CONCLUSION 

During the 1960*s and early 1970*3, economic impact studies became the 
vehicle to promote the positive attributes of nonprofit institutions for their 
local areas. Post-secondary educational institutionr, were prominent among 
these. A series of studies appeared calling attention to the substantial 
dividend of jobs and income the university provides it^ xucal community in 
the course of pursuing its primary educational and cultural aims. 

Succeeding studies resolved conceptual problems dealing with the manner 
in which university-re3.dted spending enters the local income stream. Three 
channels were identif ied--direct university purchases, the university payroll, 
and, peculiar to the case of educational institutions, spending by the 
student body. The series of studies also resolved problems related to accurate 
estimation of the extent that faculty and staff impend payroll funds locally 
and the amount students spend locally. 

Developing accurate methods to estimate these channels of direct university 
related spending did not complete the picture, however. Because of the inter- 
dependence of a high-consumption ma.-s-production economy, every dollar of final 
product purchase sets i- iinji ior. a flow of income to the chain of activity 
providing^ the final pur::ha. . The university's total impact is thus some 
multiple of its initial direct spending. 

Most of the studies approached the problem of multiplier estimation 
in a conceptually identical manner, although each sought to achieve an increas- 
ingly accurate method of calculation. All employed the concept of the 
coomunity economic base whose iuitial income induces several rounds of 
additional local spending. The first type model drawn from this literature 
(Appendix B) views the amount of secondary spendinp; simply as proportionate 
to the ratio of basic to total employment (or income). This aggregate 
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location quotient multiplier has the advantage of readily available data 
and ease of computation (as veil as ease of intuitive understanding). The 
necessary simplifying assumptions, bowever, can lead to great overstatement 
of economic impact especially in rapidly gro'^vlng areas where the base 
sectors are shifting. 

The second type model (Append'ix E-3) ic less aggregated than the first. 
It recognizes the more individual spending pattern of university employees. 
The income multiplier is computed from the local value-added of specific 
sectors in proportion to university employee spending in each of these 
sectors. The value-added figures are readily calculable in the form of 
payroll/sales data (Appendix E-l). However, even though the model computes 
the initial local spending impact peculiar to the university, it suffers 
the drawback that subsequent rounds of spending by all local persons are 
presumed to have the same pattern as university employees. 

The third t^/pe model, a differential value-added multiplier (Appendix 
f"-2), is a refinement of tiie nocond model. As the nsime indicates, two 
different multipliers come into play--an Initial local spending ratio unique 
for university patterns, and a second local spending ratio for subsequent 
rounds of respending. These ratios are conceptually identical to Model 2, 
though the computation of the initial impact ratio is based on the pattern 
of university purchase expenditures rather than on employee spending patterns. 
Also, the value-added figures are taken from a national average rather than 
calculated frcm loca. vroll/sales data. This is an important n^jmerical 
difference, as the na lal averages are much higher than the local averages, 
at least in the case of the Atlanta SMSA. 

Not surprisingly, the three models produce different multipliers. None- 
theless, the values for the Atlanta area Ije in a fairly narrow ran/'^e of 
1.22 to 1.78. As seen in Table 1, page U, some studies have calculated 
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valies as high an U.35. As stressed above, all three models are concep- 
tua3J.j' the seune. The greatest discrepancy in the;^e calculated multiplier 
values appears to derive from the d'fferent local value-added figures used 
as initial data in the two value-added models. If the lower payroll/sales 
figures ("\ralue-added estimterj ) of Model 2 are used in Model 3 (Appendix 
F-la), the latter's multiplier value falls from 1.78 to l.hQ (Appendix F-2a). 
The range of the models, using similar input data, then, narrows to 1.22 - 
1.U8. These multiplier VLiues are within the 1.20 - 1.50 range that the 
American Council on Education recommends for university impact studies.'^ 

In conr^iusion. Model 3 appears to be the most evolved of thn export- 
base type iels to date for use in estimating Georgia State University's 
economic .a <^t on the Atlanta area. The model's major shortcoming is the 
use of national average value-added figures. This is easily corrected by 
using the local payroll/sales ratios developed in Model 2 (Model 3a). 

As the initial university-related spending totaling $82,531>290 for 
fiscal 1976 is a conservative figure which omits spending by part-time em- 
ployees and most part-time students, using Mod-^i 3st^s multiplier 1.U8 pro- 
duces a reliable, in the sense of minimum, estimate of total spending impact 
on the 15-county Atlanta area. This figaire is $122,lU6,309. 

The same multiplier, together with Model 2's calculation of employee 
equivalents of student spending, attributes a total of 5^315 Atlanta jobs 
to Georgia State University's spending. Again, any error in the estimates 
of both the expenditure impact and employment impact are on the conservative 
side. 



J. CatTery and H. Isaacs, Estimating the Impact of a College or 
Univez'sity on the IjCjcal Economy , V/ashington, D.C.: American Council on 
Education, 1971, PP. hk-h"^. 
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Appendix A 



COMPUTATION OF LOCATION QUOTIENT 
ATLANTA mSk 1973 



Atlanta SMSA 



Employment 
Sector 



Agriculture 
Mining 
Construction 
Manufacturing 



Transportation 

& Public Utilities 



Wholesale Trade 
Retail Trade 
Finance 
Services 
Unclassified 

TOTAL 



(1) 
Number of 
Employees* 

2,160 

893 

133,602 

60,866 
68,93»+ 

13^,357 
56,833 

122,898 
8,721 

61n,578 



(2) 

Percent 
Distribution 



20.8^ 

10.1% 
20. 9^ 

19.2^ 

iM 
looi 



Georgia** 

Percent 



(3) 

Number of 
Employees* Distribution 



6,579 
6,726 
110,831 
i+82,360 

100,5^1+ 
117,813 
285,5^7 
93,117 
222,791 
9,853 

l,U36,l6l 



0.5* 
0.5* 
7.7* 
33.6* 

7.0* 
8.2* 

19.9*- 
6.5* 

15.5* 

100* 



(2) ♦ (U) 

Location 
Quotient 

• 60 

• 20 

i,o6 

.62 

1.36 
1.30 

1.05 

1.37 

l.2h 



♦Soxirce: County Business Patterns (Georgia), U. S. Department of Commerce, March 1973. 

**Quotlents may also be calculated using total U. S. employment distribution. This approach 
assumes local consumption follows the national aArerage rather than the state average. 
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Appendix B 



COMPTTEATION OF AGGREGATE MULTIPLIERS 
FROM LOCATION QUOTIENTS 



I. Simple Qnployment Multiplier (1973 data) 

_ Total Qnployment 6Ul,^78 , 
multiplier = g^^rt Employment = ^ ^'^^ 

(sum of sectors 
with location 
quotients greater 
than 1.00) 

II. Simple Expenditure Multiplier (l973 data) 

^. Total Pa^^rolls $1,28 9 million , 
multiplier = Export Sectors' = $ 962 million = ^'^^ 
Payrolls 

III. Two-Period Employment Multiplier (1972-1973) 

Change in Tot al Employment _ 8l,60Q _ » ^ 
multiplier = change in Export f^ployment ' 557900 " ^^^"^ 

IV. Two-Period Expenditure Multiplier (1972-1973) 

Change in Total Payrolls _ $210 million ^ 

multiplier = change in Export Sectors' Payroll $156 million ^'^^ 
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Appendix C-1 



G 



GEORGIA STATE UNIVERSITY 

33 GILMER STREET, S.E. • ATLANTA, GEORGIA 30303 



April 16, 1976 



The Development Office, Office of Institutional Planning^ and School of 
Business Administration are assessing Georgia State University's economic 
impact on the Atlanta metropolitan area. The impact study should give 
interested members of the Atlanta community a clearer picture of the 
considerable contribution of the university in the way of jobs and income 
to Atlanta ► 

One source of the impact of the university on local employment is the 
spending patterns of Georgia State students. Would you please help us 
identify these spending patterns by allotting about ten minutes of your 
class time toward the completion of a student questionnaire, 

A representative of the Office of Institutional Planning will conduct the 
survey in your classroom. Please call Mr, John Williams at 658-2570 if 
you have questions. Thank you for your help. 



Sincerely, 




Assistant Vice President for Development 
/pae 



Please indicate when we may conduct the survey in your class week April 26-30: 
Day Time Classroom & Building Numhor 

Students 
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Appendix C-2 
STUDENT QUESTIOWmiBE 

L. Hov long have you been living in the Atlanta area? (years) 

2. What y«ar were you first enrolled as a G.S.I", student? 

3. What is your current age? 

k. Class: Freshman . Junior Graduate 

Sophomore Senior Other 

5. Female ^ Male 

6. Married Single, Divorced, Widowed 

7. Full-Time Student Part-Time Student__ 

8. G.S.U. location in Atlanta influenced your decision to live in the Atlanta 
area, Greatly, Sonewhat, ^Not at all. 

9. What do you spend each quarter for tuition and fees?__ 

Books and supplies? 

10. Please estimate your average monthly expenditures: 

Within 15-County 
Atlanta Metro Area 

Rent or house payment $ 

Utilities (gas, lights, telephone, etc.) 

Food consumed at home 

8c household items 

Eating Out (restaurants, hamburger stands, etc.) 

Entertainment (sports, concerts, movies, etc.) 

Automobile (payment, repairs, gas, insurance) 

Other Transportation (bus,, carpooling, etc.) 

Clothing 

Personal Services (hair, laundry, repairs) 

Health Services (including insurance) 

Furniture & Appliances 

Other : 
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Appendix C-3 

ESTIMATION OF STUDENT SPENDING (SPRING 1976) 
STRATIFIED RANDOM SAMPLE-^^ 



Percent Distribution 

Male Female Freshman Sophomore Junior Senior Graduate 

Student Population (19,092) 1+9-^+ 50.6 lU.S 12.6 15.3 19.3 38. U 

Student Sample ( 1,210) U7.6 52.3 9*1 H.O 20. U 23.3 3^.9 



Spending Category 


Sample Annual Average 


Weighted Annual Average^" 


Books 


* 166 Oi+ 


i 16*^.72 


Hb using 


1691.52 


1719.72 


Utilities 


i+2i+.32 




Food and Household 


1100.88 


1110. U8 


Eating Out 


i+39.68 


i+39.92 


Entertainment 


307.80 


306.00 


Automobile 


962.28 


960.60 


Other Transportation 


68.76 


6U.68 


Clothing 


371.88 


372.72 


Personal Services 


187.20 


183.60 


Health Services 


28U.IK) 


282. i+8 


Furniture 


133.80 


137.16 


Other 


281. 6A+ 


283.32 


TOTAL 


$6U20.20 


$6U55.M+ 


♦Reference: Wonnacott, T. H- 


and R. J. Wonnacott, Introductory 


Statistics for Business and 



Econcmics, John Wiley and Sons, 1972, p. 529 

^Weighting factors are the ratios of total population enrollment for each class to the total 
for all classes, i.e., ik.jf, for freshmen, 12.6^ for sophomores, p 'c. Factors are based on 
class rather than sex because the deviation of the population and sample distribution is greater 
by class. 
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Appendix D-1 




GEORGIA STATE UNIVERSITY 



33 GILMER STREET, S.E. . ATLANTA, GEORGIA 30303 



April 16, 1976 



MEMORAI^JDUM TO: Faculty and Administrative Staff 



At the Provost's direction, the Development Office, Office of 
Institutional Planning, and School of Business Administration are 
assessing Georgia State University's economic impact on the Atlanta 
metropolitan area. The impact study should give interested members 
of the Atlanta community a clearer picture of the considerable 
contribution of the university in the way of jobs and income to 
Atlanta . 

One source of the university's impact on local employment is the 
spending patterns of the faculty and administrative staff. Would 
you please help us identify these patterns by completing the attached 
questionnaire. Procedures have been adopted which will insure that 
personal anonymity is maintained. There is no interest in identifying 
individuals or the spending habits of particular people. 

You may find that consultation with other members of the household will 
be helpful in estimating some of the values requested. Even a rough 
approximation will be helpful in the overall estimation of these impacts. 

Thank you for your cooperation. The questionnaires can be returned 
through campus mail. 

Sincere\Ly, 



Ralpn Beck 
Assistant Vice President for Development 
Chairman, Economic Impact Study Committee 

/pae 

Enclosures 
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Appendix D-2 



FAcui/TY/smFF questionmirje; 

The follovrtng items &re intended to help estimate the economic impact 
of Georgia State University on the Atlanta metropolitan area. 



A. What is your primary employment status at Georgia State University? 

Pull-time faculty 

Part-time faculty 

Pull-time staff 

^Part-time staff 

Fi. In what type of housing do you reside? 

Rent 

^Own home 

C, What is the zip code of your current address? 



Please estimate your average monthly expenditures: 

D, Rent or house payment (include condo. maintenance fee) 

E, Utilities (water, gas, lights, telephone) 

F, Food consumed at home & household it(;ms 

G* Eating out (restaurants & fast- food establishments) 

H. Entertainment (theatre, sports, concerts, etc.) 

I. Automobile (payments, repairs, gas, insurance"^ 
J. Other transportation (bus, carpooling, etc.) 
K. Clothing 

L, Personal services (laundry, hair, repairs) 

M. Health services (including insurance 

N. Furniture and appliances 

0. Other 



ERIC 



PLEASE RETURN TO OFFICE OF INSTITUTIQNAL PIAJTONG VIA IN^rER-OFFICE MAIL 



Appendix D-3 



ESTIMATION OF FACULTY/STAFF SPENDING (SPRING 1976) 
STRATIFIED RANDOM SAMPLE 



Percent Distribution 

Full-Tlme Part-Time Full-Tlme Part-Time 

Faculty Faculty Staff Staff 

Population (3305) 23.9 8.2 33.3 3U.5 

Sample (I108) 38.8 -6.5 38.8 15,9 



Spending; Category 


Sample Annual Average 


Weighted Annual Average-* 


Housing 


$2523.00 


$2280.96 


Utilities 


717.36 


627.96 


Food and Householu 


179^.12 


1576.68 


Eating Out 


555.36 


513.72 


Entertainment 


307.80 


288, 2i+ 


Automobile 


1205. oi+ 


1052. 6i4. 


Other Transportation 


75.00 


75.^ 


Clothing 


501. 8U 


391.80 


Personal Service 


280.32 


21+4.56 


Health Services 




U29.96 


Furniture 


318.36 


2i+6.2i+ 


Other 


801. 8U 


690.96 




$9606.68 


$8i+l9.20 



♦Weighting factors are the ratios of faculty/staff population in each category to the 
population total, i.e., 23. 9^^ for full-time faculty, 8.2% for part-time faculty, etc. 
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Appendix E-l 



ATlAmk SMSA 
RETAIL SAIi:S AITO SERVICES 



(1) 



Sector 



(2) 

SIC 
Code 



(3) 

Soles* 
(OOP's) 



Payroll* 
(OOP's) 



Books and supplies 
Food and Household 
Eating Out 
Entertainment 
Automobile 
Clothing 

Personal Services 
Health Services 
Furniture and Appliances 
Mlflcellancous 
Rent 

Utilities"'' 



59U $ IP, 268 $ l,i455 



5U0 



581 

780 
& 790 



560 
72P 
591 
570 
590 



735,269 
251,i|02 
120,562 



55^-5 1,006, 57U 



183,999 
1^46, 6U3 
127,780 
1^6,237 
313,965 



58,6lP 
62,U5P 
2^j,922 
98,729 
28,p69 
58,869 
19,908 
?l,652 
37,P9l 



(5) 
?)mployecG 
200 
9,^69 
114,056 
2,860 
11,622 
^,59^ 
9,79^4 
3,019 
2,i43U 
^,7»»3 



(6) 

Sales/iinployee 
(3) ♦ (5) 



$51,3^0 

77,650 

17,886 

^2,155 

86,609 

1+0,052 

1^,973 

1+2,325 

60,081 

66,195 

514,913 
15,115 



(7) 

Payroll/Sales 
W t (3) 



.1U2 
.080 
.2^8 
.215 
.098 

.153 
.IfOl 

• 156 
,1UQ 

• 118 

.219 
.397 



f J. Wilson, "Economic Impact of a University on the Local Economy," unpublished dissertation, Kent State University, 
pp. 1I48 & 153. 

* Census of Business , U. S. Department of Commerce 3967, converted to 1976 prices with index 167 (19^7 =- lOO), 
-See F ederol Reserve Bulletin , April 1976, Tecle A 53- 



EKLC 



Appendix E-2 
CALCULATION OF EMPLOYEE EQUIVALENT 



(1) 
Student 
Spending Category 

Books Sc Supplies 
Rent 

Utilities • 
Food & Household 
Eating Out 
Entertainment 
Automobile 
Clothing 

Personal Services 
Health Services 
Furniture & Appliances 
Other 



(2) 

$ Annual Amount of 
Local Purchases* 



$ 1, '+37,789 
15,102,581 
3,785,393 
9,752,235 
3,863,377 
2,687,292 

8,1+35,989 
3,273,227 
1,612,375 
2,1+80,739 
l,20l+,539 
3,056,136 



(3) 

Local 
Sales/Employee 

$51,31+0 
5l+,913 
15,115 
77,650 
17,886 
1+2,155 
86,609 
1+0,052 
ll+,973 
1+2,325 
60,081 

66,195 



(1+) 

Qoployee Equivalent 
' (2) 4 (3) 

28.0 
275.0 
250.1+ 
125.6 
216.0 

63.8 

97. h 

81. 7 
107.7 

58.6 

20.0 

U6.2 



137075 
(University 
Qnployment 
Equivalent 
generated by 
local student 
spending) 



^Daf^ from Student Spending Survey. Total for only k&jo of student population (8782) drawn to' 
I\i : >nta by Georgia State University. 

iv \ues from Appendix E-1, column 6. 

Reference; J. H, Wilson and R. Raymond, "Economic Impact of a University on the Local 
Community," Annals of Regional Science , (vol. 7) December 1973, p. 1^1- 



Appendix E-3 

CALCULATION OF MULTIPLIER USING VALUE ADDED 
BY EMPLOYEE SP2NDING 



(1) 
Spending 
Category 

Rent 

Utilities 

Food and Household 
Eating Out 
Entertainment 
Automobile 
Clothing 

Personal Services 

Health Services 

Furnittire and 
Appliances 

Other 



(2) 

Local Purchases by 
2,^99 Basic Employees-* 

$5,928,215 
l,632,06ti 

l+, 097, 791 
1,335,158 

7^+9,135 
2,735,811 
1,018,288 

635,611 
1,117,U66 

639,977 
1,991,978 



(3) (U) (5) • ■ 

Percent of Local Local Value 

Total Purchases Payroll/Sales ^ Added (3) x (h) 



.271 
.075 
.187 
.061 
.03h 
.125 
.Oi+7 
.029 
.051 

.029 
.091 



.219 
.397 
.080 
.21+8 
.215 
.098 
.153 
.i+Ol 
.156 

.ikQ 
.118 



.059 
.030 
.015 
.015 
.007 
.012 
.007 
.012 
.008 

.00i+ 
.011 



TOTAL 



$21,881,1+98 



1.00 



s = .180 



Multiplier = 1 - S = .820 = 1.22 

ToUl Impact = (Local University Purchases + Faculty /Staff Spending + Student Spending) x 1.22 



*Total of spending by full-time employees (l893) plus one half of part-time employees (706). 
'Values from Appendix E-1. 

Reference: J. H. Wilson and R. Raymond, "Economic Impact of a University on the Local 
Community," Annals of Regional Science (vol. 7) December 1973, p. 137. 
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Appendix F-1 



CALCUIATION OF INITIAL IMPACT BY UNIVERSITY PURCHASES FROM LOCAL AREA>< 
USING NATIONAL INPUT - OUTPUT RATIOS 



(1) 
Item 

Employee Travel 
and Benefits 

Taxes and Utilities 

Trade Purchases 

(Wholesale and Retail) 

Finance and Insurance 

Rental 

Repair Services 

Business Services 

Vehicle Repair 
and Service 

Other 



(2) 

Amount of 
Local Purchase 



$ 320,977 

l,506,2la 

3,198,829 
i+i+,o8i 
750,617 
6ll,i+36 
668,156 



20,516 
18,119 



(3) 

Indur; try 
I/O Code 



69 
68 

69 
70 
71 
72 
73 

75 
69 



Value Added 
Ratio^ 



.733 
• H68 

.733 
.550 
.73U 
.639 
.i+89 

.591 

.733 



(5) 

Value Added 
Amount (2) x (^) 

$ 235,276 

70^f,921 

2,3U4,7Ul 
2h,2kk 
550,953 
390,708 
326,728 

12,125 
13,281 



TOTAL 



$7,138,952 



$^,602,977 



♦Adapted from S. R. Bresler, "Multiplier for a Public Program," unpublished dissertation, 

Georgia State University, 197^+, pp. 35-37. 
^ Survey of Current Business , vol. 53 (^), April, 1973, p. 36. Soles-payroll ratior; may 

also be used to estimate local value added. See Appendix F-la. 
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Appendix F-la 



CALCUIATION OF INITIAL IKPACT BY UNIVERSITY Pt" .^HAL^KS^- 
USING LOCAL VALUE-ADLKD PATIOS 



(1) (2) (3) W (5) 

Amount of Industry Value Added Value Added 
Item Local Purchaiu? l/o Code Ratio'^ y'^jnount (2) x {h) 

Employee Travel 

and Benefits $ 320,977 7000 .322 $ 103,3!>5 

Taxes and Utilities I,506,2i+1 — .397 597,978 
Trade Purchases 

(Wholesale and Retail) 3,193,829 5000 J 13 i+25,Wl 

Finance and Insurance Ui+,08l 730C .366 16,13^+ 

Rental 750, 6l7 — .219 l6U,385 

P. : pair Services 611,^36 760O .372 227,^5^1 

Business Services 668,156 7300 .366 2kk,3k3 
Vehicle Repair 

and Service 20,5l6 7500 .219 h,h93 

Other 18,119 5000 .133 2,Ul0 

TOTAL $7,138,952 $1,786,198 



♦Adapted from S. R. Bresler, "Multiplier for a Public Program," unpublished dissertation, 
Georgia State University, 197^, pp. 35-37. 

tAtlanta sales-payroll ratios are calculated from data presented in Census of Bii-iness , 
U.S. Department of Commerce I967, vol. i;, pt. 1. 
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Appendix F-2 

COMPOTATION OF A DIFFERENTIAL EXPEITOITURE MULTIPLIER* 



^ * 1 r where r = initial spending 

1 - s 

s = re-spending ratio 



A, Computation of r, the proportion of total university spending that is 
spent locally. 

1. Local consumption by full-time eirnloyees (survey) $ 15,937,16? , 

2. Gross payroll to full-time local employees $30,6^2,237 * 

3. Portion of payroll spent locally (l) ♦ (2) = ,^20 . 
(Proxy for all local payroll spending) 

h. Value added by university's local purchases (Appendix F-l) $U,602,977>. 

5. Initial local income generated by purchases (3) x (U) = $2,393,5^. 

6. Total initial local spending (l) + (5) = $18.330,715 * 

7. Total university spending (all purchases + 2J $ 37,7^1, 189 . 

8. Ratio of initial local spending to total spending 
(6) ♦ (7) = .kQ5. 



B* Computation of s, secondary local spending induced by initial local 
spending. 

9. Local value added by total local spending (6) x (.733"'') = $13,^36 ^klk . 

10. Induced local spending (9) x (3) = $6,986,935. 

11. Ratio of induced local spending to initial local spending 
(10) ♦ (6) = .381 . 



C. Computation of multiplier. 

12. 1.000 - (11) = .6_19. 

13. (8) 4 (12) = .781; 

Ik. 1.000 + (13) = l.l^h . 



♦Adapted from S. R. Bresler, "Multiplier for a Public Pirogram, " unpublished 
dissertation, Georgia State University, 197^, pp. 33-U6. 
^'Trade purchases value added. Appendix F-l, col. (k) ; Bresler, p, kk 



41 



Appendix F-2a 



COMPUTATION OF A DIFFERKNTIAL EXEEOTITURE MUia^IPLIER* 

USING lcx:al value added 



r vhere r = initial spending 
1-s 

s = re-spending ratio 



A. Computation of r, the proportion of total university spending that 
is spent locally. 

1. Local consumption by full-time employees (survey) $15,937,16? . 

2. Gross payroll to full-time local employees $30,6^2, 237 . 

3. Portion of payroll spent locally (1) 4 (2) = .^20 . 
(Proxy for all local payroll spending) 

Value added by university's local purchases (Appendix F-l) $1^786^198 . 

5. Initial local income generated by purchases (3) x (U) = $928, 823 ^ 

6. Total initial local spending (l) + (5) = $l6y865,990 . 

7. Total university spending (all purchases 2) $37,7^1,189 . 

8. Ratio of initial local spending to total snendim? 
(6) * (7) = .hk6 . 

B. Computation of s, secondary local spending induced by initial local 
spending. 

9. Local value added by total local spending (6) x (.133t) = $2,2^3,177 . 

10. Induced local spending (9) x (3) = $l,l66,^52 . 

11. Ratio of induced local spending to initial local snendinc 
(10) 4(6) = 

C. Computation of multiplier. 

12. 1.000 - (11) = .931 . 

13. (8) 4 (12) = M2 ^ 
Ih. 1.000 + (13) = 1.U79 - 



♦Adapted from S. R. Bresler, '^Multiplier for a Public Program", unpublished 
dissertation, Georgia State University, 197^+, pp. 33-^. 

tTrade purchases value added. Appendix F-la, col. (k); Bresler, p. kk. 
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Appendix G 
INITIAL UNTVERSXTY DATA 



1. Student Popiilation (Spring Quarter, 1976) 





Male 


Female 


Total 


Freshmen 

Sophomore 

Junior 

Senior 

Graduate 


1,209 
1,179 
l,60i; 
2,066 
3,377 


1,527 
1,220 
1,326 
1,626 
3,958 


2,736 
2,399 
2,930 
3,692 
7,33? 


TOTAL 


9,^35 


9,657 


19,092 


Faculty/Staff Population (5/31/76) 








Full-Time 


Part-Time 




Faculty 
Staff 


791 
1,102 


271 

l,lUl 




TOTAL 


1,893 


l,i+12 





3. Total Local University Expenditures = $7,138,952 



U. University Payroll for Fiscal Year 1976 

Gross $31,667,1^5 ($30,6^2,237 full-time employees) 

Federal Tax ' (^,^92,505) 
State Tax (827,051) 
FICA (1,319,393) 
Other Deductions (3,115,765) 

TOTAL $21,912,730 
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